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In Our Opinion...
The Newsletter of the AICPA Auditing Standards Division
Vol. 11 No. 3 September 1995
"Mirror Standards" on Agreed-Upon 
Procedures Issued by the Auditing 
Standards Board
by A. Louise Williamson
I
n September 1995, the Audit­
ing Standards Board (ASB) 
issued two new standards deal­
ing with agreed-upon procedures, 
Statement on Auditing Standards 
(SAS) No. 75, Engagements to Apply 
Agreed-Upon Procedures to Specified 
Elements Accounts or Items of a Finan­
cial Statement, and Statement on 
Standards for Attestation Engage­
ments (SSAE) No. 4, Agreed-Upon 
Procedures Engagements. SAS No. 75 
supersedes SAS No. 35 of the 
same name. Both standards were 
issued because the ASB had noted a 
wide diversity in practice in per­
forming agreed-upon procedures 
engagements, and also because 
existing guidance did not address 
significant issues related to these 
engagements.
The new standards provide guid­
ance on —
• The conditions for performing 
agreed-upon procedures engage­
ments.
• The nature, timing and extent of 
the procedures.
• The responsibilities of practi­
tioners and specified users.
• The reporting on procedures 
performed and related findings.
Because of their similarity, the 
standards have been dubbed “the 
mirror standards.” The primary dif­
ference between the two standards 
is that SAS No. 75 is applicable if a 
practitioner applies agreed-upon 
procedures to specified elements, 
accounts, or items of a financial 
statement, and SSAE No. 4 is gen­
erally applicable if a practitioner 
applies agreed-upon procedures to 
nonfinancial statement subject mat­
ter, for example, inspecting dates 
noted on shipping documents to 
determine whether the dates are 
prior to a specified cutoff date.
Another difference between the 
two standards is that SSAE No. 4 
requires a written assertion from 
management as a condition of 
engagement performance and SAS 
No. 75 does not because assertions 
are considered to be embodied in 
the elements, accounts, or items of a 
financial statement, if the basis of 
accounting is clearly evident.
SAS No. 75 states that an engage­
ment to apply agreed-upon proce­
dures is one in which an accountant 
is engaged by a client to issue a 
report of findings based on specific 
procedures performed on the speci­
fied elements, accounts, or items of 
a financial statement. SAS No. 75 
defines a specified element, 
account, or item of a financial state­
ment as accounting information 
that is part of, but significantly less 
than, a financial statement. The
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information may be directly identi­
fied in the financial statement 
(“Accounts Receivable”) or it may 
be derived from analysis (accounts 
receivable that are aged over 30 
days), aggregation, summarization, 
or mathematical computation.
SSAE No. 4 states that agreed- 
upon procedures are to be per­
formed on the subject matter of an 
assertion. SSAE No. 4 defines an 
assertion as any declaration, or set of 
related declarations taken as a 
whole, by a party responsible for it. 
The subject matter of an assertion is 
any attribute, or subset of attributes, 
referred to or contained in an asser­
tion. An example of a written asser­
tion by management is, “XYZ 
Company maintained an effective 
internal control structure over finan­
cial reporting based upon estab­
lished criteria as of a certain date.”
Both SAS No. 75 and SSAE 
No. 4 provide detailed guidance on 
topics such as agreement and suffi­
ciency of procedures, engagement 
letters and representation letters, 
and the practitioner’s responsibility 
for knowledge of matters outside 
the agreed-upon procedures. In 
addition, both standards provide 
detailed reporting guidance, includ­
ing illustrative reports. The stan­
dards also provide guidance on 
combined reporting, that is, report­
ing when the practitioner is engaged 
to perform agreed-upon procedures 
as part of or in addition to another 
form of service, for example, a 
review or compilation of financial 
statements.
Both SAS No. 75 and SSAE No. 4 
prohibit practitioners from express­
ing negative assurance in agreed- 
upon procedures reports. An 
example of a statement expressing 
negative assurance is, “Nothing 
came to my attention that caused 
me to believe that the assertion is 
not fairly stated in accordance with 
(established or stated) criteria.” The 
ASB prohibits the expression of 
negative assurance in agreed-upon 
procedures reports because such 
language could cause users to con­
clude that a practitioner is commu­
nicating assurance beyond the 
findings in his or her report. Also, 
the ASB believes that negative 
assurance should be reserved for 
review level engagements. The pre­
decessor agreed-upon procedures 
standards permitted practitioners to 
provide negative assurance in 
agreed-upon procedures reports.
Both SAS No. 75 and SSAE No. 4 
address the use of internal auditors 
in agreed-upon procedures engage­
ments. The standards state that 
internal auditors or other personnel 
may prepare schedules, accumulate 
data, or provide other information 
for a practitioner's use in performing 
agreed-upon procedures. However, 
the agreed-upon procedures enu­
merated or referred to in the practi­
tioner’s report must be entirely 
performed by the practitioner. The 
standards provide examples of the 
appropriate and inappropriate use of 
internal auditors.
In addition to superseding SAS 
No. 35, SAS No. 75 amends para­
graph 2 of SAS No. 74, Compliance 
Auditing Considerations in Audits of 
Governmental Entities and Recipients 
of Governmental Financial Assistance, 
to revise its applicability. SSAE No. 
4 supersedes and amends a number 
of sections of the attestation stan­
dards. Both standards are effective 
for reports dated after April 30, 1996 
with earlier application encouraged.
Coming in November:
A new AICPA/CPE self-study course Attestation Engagements — this course will cover agreed-upon 
procedures engagements.
Authors: Ray Whittington, Ph.D., CPA, CMA, CIA, and Kenneth C. Garrett, CPA
Course Level: Basic
Recommended CPE Credit: 8 hours
Course Format: Text (737025HS) $119.00
To order, call the AICPA Order Department at 1-800-862-4272 (sub-menu #1), Monday-Friday, 8:30am-7:30pm, 
EST. This course is also available through your state society.
Highlights of Technical Activities
T
objective and current activities.
he ASB is currently involved in numerous pro­
jects. Listed below are some of the task forces of 
    the ASB and a short summary of each task force’s
SAS Task Forces
Auditor Communications (Staff Aide: A. Louise 
Williamson). The task force is studying the auditing and 
attestation standards dealing with the auditor’s or prac­
titioner’s communication responsibilities, other than 
reporting, to determine whether revisions to the stan­
dards or additional guidance is needed. The task force is 
also considering whether standards should be established 
that provide guidance on developing an understanding 
with a client concerning the nature, scope, and limita­
tions of the services to be performed. The task force met 
in September and began to address these issues.
Auditing Investments Task Force (Judith M. 
Sherinsky). The task force is revising AU Section 332, 
Long-Term Investments, to make the guidance in this doc­
ument consistent with Financial Accounting Standards 
Board Statement No. 115, Accounting for Certain 
Investments in Debt and Equity Securities. The revised stan­
dard will address the auditor’s responsibility for auditing 
debt and equity securities, including investments 
accounted for under the equity method of accounting. 
At its August 1995 meeting, the ASB concluded that the 
proposed standard should not include guidance on 
auditing derivatives because the accounting standards 
for derivatives are still evolving. The task force will pre­
sent a revised draft of the proposed standard at the 
October 1995 ASB meeting.
Electronic Evidence Task Force (A. Louise 
Williamson). The task force is considering whether 
existing guidance regarding evidential matter in the 
audit and attestation literature requires revision, given 
that a significant amount of evidential matter is current­
ly in electronic format. The task force is also (1) evaluat­
ing how the auditor’s responsibility for the detection of 
material misstatements in the financial statements, 
including the detection of fraud, may be affected by 
electronic evidence, and (2) considering whether there 
is a need for non-authoritative guidance dealing with 
electronic evidence. At the June 1995 ASB meeting, the 
task force presented preliminary issues and proposed 
revisions to SAS No. 55, Consideration of the Internal 
Control Structure in a Financial Statement Audit, and to 
SAS No. 31, Evidential Matter, to reflect electronic evi­
dence considerations. At the November 1995 ASB meet­
ing, the task force will present examples of situations 
involving electronic data interchange.
Fraud (Jane M. Mancino). The task force is develop­
ing a proposed SAS that would clarify the auditor’s 
responsibility for the detection of fraud, and provide 
operational guidance for carrying out that responsibility. 
The proposed SAS would supersede SAS No. 53, The 
Auditors Responsibility to Detect and Report Errors and 
Irregularities. At the June 1995 ASB meeting, the task 
force recommended that AU Section 110, Responsibilities 
and Functions of the Independent Auditor, be revised to 
include a statement of the auditor’s responsibility for the 
detection of fraud and that AU Section 230, Due Care in the 
Performance of Work, be revised to include discussions of 
reasonable assurance and professional skepticism. These 
concepts are fundamental to a discussion of the auditor’s 
responsibility for the detection of fraud and would pro­
vide a foundation for operational guidance in the pro­
posed SAS. The task force will present a revised draft of 
the proposed SAS at the October 1995 ASB meeting.
Internal Control Guidance (J. Eric Nicely). The task 
force is revising SAS No. 55 to recognize the Com­
mittee of Sponsoring Organizations (COSO) of the 
Treadway Commission’s Report, Internal Control — 
Integrated Framework. An exposure draft that incorpo­
rates the COSO’s definition and description of internal 
control into the affected SASs and Statements on 
Standards for Attestation Engagements (SSAEs) was 
issued in February 1995. At the August 1995 ASB meet­
ing, the ASB discussed issues raised in the comment let­
ters. The task force is developing a revised draft of the 
proposed SAS that will be discussed at the October 1995 
ASB meeting. In addition, the Control Risk Audit Guide 
Revision Task Force is proposing conforming changes to 
the Audit Guide, Consideration of the Internal Control 
Structure in a Financial Statement Audit, resulting from the 
proposed amendment to SAS No. 55. The revised Guide 
is expected to be released simultaneously with the 
issuance of the SAS No. 55 amendment.
(continued on page 4)
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Reporting on Uncertainties (Judith M. Sherinsky). In 
July 1995 the ASB issued an exposure draft of a pro­
posed SAS titled Amendment to SAS No. 58, Reports on 
Audited Financial Statements, that would eliminate the 
requirement that, when certain criteria are met, the 
auditor add an uncertainties explanatory paragraph to 
the auditor’s report. Proponents of the amendment 
believe that the auditor’s report should not be modified 
if a matter involving an uncertainty is presented and dis­
closed in the financial statements in accordance with 
generally accepted accounting principles. Comment on 
the proposed amendment are due by October 20, 1995.
SAS No. 59 Guidance (Judith M. Sherinsky). The 
task force drafted an interpretation of SAS No. 59, The 
Auditors Consideration of an Entity's Ability to Continue as a 
Going Concern, titled “Eliminating a Going-Concern 
Explanatory Paragraph from a Reissued Report,” that 
provides guidance on the factors to be considered and 
the procedures to be performed when determining 
whether to reissue an audit report on financial state­
ments and eliminate the going-concern explanatory 
paragraph that appeared in the original report. The 
interpretation was published in the August 1995 issue of 
the Journal of Accountancy.
SSAE Task Forces
Agreed-Upon Procedures (A. Louise Williamson). In 
September 1995, the ASB issued two standards dealing 
with agreed-upon procedures engagements, SAS No. 
75, Engagements to Apply Agreed-Upon Procedures to Speci­
fied Elements, Accounts, or Items of a Financial Statement 
and SSAE No. 4, Agreed-Upon Procedures Engagements are 
effective for reports dated after April 30, 1996. (See arti­
cle beginning on page 1.)
Management’s Discussion and Analysis (MD&A) 
(Beth Schneider/Deloitte and Touche LLP). This task 
force has been formed to consider developing an SSAE 
that would provide guidance on reporting on MD&A. In 
its deliberations, the task force will consider the 1987 
exposure draft, Examination of Management's Discussion 
and Analysis, and related comment letters, and the 
Comprehensive Model for Financial Reporting pro­
posed by the AICPA Special Committee on Financial 
Reporting.
SEC Auditing Practice (Jane M. Mancino). In 
September 1995, the ASB issued SAS No. 76, titled 
Amendments to SAS No. 72, Letters for Underwriters and 
Certain Other Requesting Parties. The SAS provides 
reporting guidance and a sample letter for instances 
when the criteria for the issuance of a comfort letter, list­
ed in paragraphs 3 through 7 of SAS No. 72, have not 
been met. The SAS is effective for letters issued pur­
suant to paragraph 9 of SAS No. 72 after April 30, 1996.
Other Task Forces and Committees
Audit Issues Task Force (Patricia A. Cummings). The 
task force meets on a monthly basis to assist the ASB 
Chair and the Auditing Standards Division staff with the 
technical review of audit issues.
Computer Auditing Subcommittee (Jane M. 
Mancino). The subcommittee is working on two APSs. 
One APS, Auditing in a Client/Server Environment, 
describes client/server computing and its possible 
effects on a financial statement audit. The other APS, 
drafted with the Canadian Institute of Chartered 
Accountants, is titled Audit Implications of Electronic Data 
Interchange (EDI) and deals with electronic data inter­
change and its possible effects on a financial statement 
audit. The subcommittee expects to issue both APSs in 
the fourth quarter of 1995.
Environmental Issues Task Force (Judith M. 
Sherinsky). The task force has drafted a chapter, titled 
“Auditing Environmental Remediation Liabilities,” that 
is included as an appendix in the Accounting Standards
(continued on page 5)
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Executive Committee’s proposed SOP, Environmental 
Remediation Liabilities. The guidance presents the 
recommendations of the task force regarding the 
application of generally accepted auditing standards 
to the audit of an entity’s financial statements as it 
relates to environmental remediation liabilities. The 
exposure draft of the proposed SOP, including the audit­
ing guidance, was issued on June 30, 1995, with 
a comment deadline of October 31, 1995. The task force 
has also drafted a comment letter on a paper, titled The 
Audit Profession and the Environment, issued by the 
International Auditing Practices Committee of the 
International Federation of Accountants.
International Auditing Practices (Dan M. Guy/ 
J. Eric Nicely). The current agenda of the IAPC 
includes developing assurance standards and revising 
the International Standards on Auditing (ISAs) dealing 
with audit sampling and going-concern. A task force of 
the ASB has been comparing the ISAs with the SASs to 
identify instances when international auditing standards 
exceed U.S. auditing standards. When this analysis is 
complete, it will be included in the Codification of 
Statements on Auditing Standards. Robert S. Roussey, U.S. 
representative to the IAPC, became Chair of the organi­
zation in July 1995.
Joint Task Force on Quality Control Standards (Dale 
R. Atherton). In August 1995, the ASB issued two pro­
posed standards that would supersede Statement on 
Quality Control Standards No. 1, System of Quality 
Control for a CPA Firm, and its interpretations. The first 
standard, System of Quality Control for a CPA Firm's 
Accounting and Auditing Practice, is a general standard that 
requires a CPA firm to have a system of quality control 
for its accounting and auditing practice. It describes the 
elements of quality control and other matters essential 
to the effective implementation of the system. The sec­
ond standard, Monitoring a CPA Firm's Accounting and 
Auditing Practice, provides guidance on how a CPA firm 
can implement the monitoring element of a quality con­
trol system in its accounting and auditing practice. The 
comment period ends on November 20, 1995.
Special Task Force on SEC Release (Arlene Rodda 
Thomas/J. Eric Nicely). A task force has been formed 
to respond, on behalf of the AICPA, to Securities 
and Exchange Commission Release No. 33-7183, 
Use of Abbreviated Financial Statements in Documents Deliv­
ered to Investors Pursuant to the Securities Act of 1933 and 
Securities Exchange Act of 1934. The task force is in the 
process of developing a comment letter on the proposal.
9000 Review Task Force (J. Eric Nicely). The task 
force receives assignments, on an on-going basis, from 
the Auditing Standards Division staff and the Audit 
Issues Task Force. The task force has proposed revisions 
to various sections of the audit and attestation literature 
and included those revisions in an Omnibus SAS/SSAE 
— 1995 that will be issued in November 1995. The task 
force is also developing an issues paper on whether SAS 
No. 7, Communications Between Predecessor and Successor 
Auditors, should be revised, and drafting several inter­
pretations of the SASs.
(continued on page 6)
Recently Issued Documents
SAS No. 75: Engagements to Apply Agreed-Upon 
Procedures to Specified Elements, Accounts, or Items 
of a Financial Statement (Effective for reports 
dated after April 30, 1996 with earlier applica­
tion encouraged)
SSAE No. 4: Agreed-Upon Procedures Engage­
ments (Effective for reports dated after April 30, 
1996 with earlier application encouraged)
SAS No. 76: Amendments to SAS No. 72, 
Letters to Underwriters and Certain Other 
Requesting Parties (Effective for letters issued 
pursuant to paragraph 9 of SAS No. 72 after 
April 30, 1996)
Auditing Interpretation of SAS No. 59, 
The Auditor's Consideration of an Entity's Ability to 
Continue as a Going Concern: “Eliminating a 
Going-Concern Explanatory Paragraph from 
a Reissued Report” (Effective upon publi­
cation in the August 1995 issue of Journal of 
Accountancy)
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APS Task Forces
The staff of the Auditing Standards Division and 
members of the respective ASB task forces are currently 
developing or revising the following Auditing Proce­
dures Studies:
Analytical Procedures (Staff Aide: J. Louis Matherne)
Audit Implications of Electronic Data Interchange 
(EDI) (Jane M. Mancino)
Auditing in a Client/Server Environment (Jane M. 
Mancino)
Audits of Small Businesses (J. Louis Matherne)
Audit Sampling (J. Louis Matherne)
Confirmation of Accounts Receivable (J. Louis 
Matherne)
Implementing SAS No. 70, Reports on the Processing of 
Transactions by Service Organizations (Judith M. 
Sherinsky)
The Independent Auditor’s Consideration of the Work 
of Internal Auditors (J. Louis Matherne)
For additional information about the 
Auditing Standards Division and ASB projects, 
please call (212) 596-6036.
Exposure Drafts Outstanding
Amendment to Statement on Auditing Stan­
dards No. 58, Reports on Audited Financial 
Statements (Comment deadline: October 20, 
1995)
Proposed Statement on Quality Control 
Standards, System of Quality Control for a CPA 
Firm’s Accounting and Auditing Practice and 
Monitoring a CPA Firm’s Accounting and Auditing 
Practice (Comment deadline: November 10, 
1995)
Amendments to Statements on Auditing 
Standards and Statements on Standards for 
Attestation Engagements to Incorporate the 
Internal Control-Integrated Framework Report 
(Final statement is expected to be issued in the 
fourth quarter of 1995)
Omnibus Statement on Auditing Standards and 
Statements on Standards for Attestation 
Engagements—1995 (Final statement is expect­
ed to be issued in the fourth quarter of 1995)
Editors: Patricia A. Cummings, Judith M. Sherinsky Administrative Editor: Jacqueline Walker
In Our Opinion is the newsletter of the AICPA Auditing Standards Division. The views expressed herein are those of the authors and do not 
necessarily reflect the views of the American Institute of Certified Public Accountants. Official positions of the AICPA are determined through 
certain specific committee procedures, due process and deliberation.
